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Dean 
FLOYD A. BOND 


On January 1, 1961, Dr. Floyd A. Bond became 
Dean of The University of Michigan School of 
Business Administration, succeeding Dean Russell 
A. Stevenson, retired. 

Dean Bond was born in Farmington, Michigan 
August 20, 1913. He holds three degrees from 
The University of Michigan—A.B., A.M., and 
Ph.D.—and taught in the Department of Eco- 
nomics from 1938 to 1946. From then to 1948 
he taught economics at Carleton College. 

In 1948, Dr. Bond became professor of eco- 
nomics on the Stedman-Sumner Foundation and 
department chairman at Pomona College in Cali- 
fornia, with the additional appointment of pro- 
fessor of economics in the Claremont Graduate 
School. At both Pomona College and the Clare- 
mont Graduate School, he was called upon to ful- 
fill numerous important committee assignments 
including the chairmanship of the Pomona College 
Social Science Division and the graduate program 
in political economy at Claremont. He also 
directed a unique national four-year pilot project 
of summer conferences in liberal arts for execu- 
tives. 

Dean Bond is a member of Phi Beta Kappa and 
of Phi Kappa Phi. He is a past president of Phi 
Beta Kappa—Gamma Chapter of California, of 
the American Association of University Profes- 
sors—Associated Colleges at Claremont Chapter, 
and of the Western Economic Association. Be- 
fore he left for California in 1948, he had become 
Vice President of the Midwest Economics Asso- 
ciation. 

Dr. Bond was a visiting professor at the Uni- 
versity of Hawaii in 1953, at the University of 
Wisconsin in 1955, and at the University of 
British Columbia in 1958. In August of 1959, he 
took a leave of absence from Pomona College to 
become director of the Business-Education Divi- 
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sion of the Committee for Economic Develop- 
ment. 

In the summer of 1960, Dr. Bond was one of 
a team of five American economists who went to 
Russia for a month’s study of the sources of 
economic growth in the Soviet economy. The 
U.S. News and World Report recently carried 
a seven-page interview on the trip. 

Since his return to the U.S., he has served as 
executive secretary of the National Task Force 
on Economic Education along with his activities 
at CED. Among the latter is a research program 
leading up to a CED policy statement on the 
education of tomorrow’s executives. The objec- 
tive is to combine the best thinking of business 
executives and the academic world on this impor- 
tant subject. 

Dr. Bond wrote a book, Public Regulation in 
Action, published in 1948 by the University of 
Michigan Press. He directed a three-year study 
of old-age assistance in California which resulted 
in the publication in 1954 of Our Needy Aged: a 
California Study of a National Problem. He has 
served as a consultant to CED, to the Southern 
California Research Council, and to the California 
State Board of Education. He is a trustee and 
member of the executive committee of the Joint 
Council on Economic Education. 

He married Jean E. Marrow of Detroit on 
June 29, 1939 and is the father of two sons. 
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e A practical account of methods used to aid the 


Self Development 
of Personnel Men 


HIS is an account of what we are trying to 

do on the Pennsylvania Railroad for our 
personnel people as one way of contributing 
to good personnel administration. 

We personnel experts run the danger of be- 
coming evangelistic, since the nature of the 
work—directing and guiding others in this 
fascinating area of human relations—tends to 
entice us into a sense of mission, of dedica- 
tion. We read the books, we go to school, we 
attend seminars where we edify ourselves; 
and we gradually come to believe we know 
what is good for other people—and thus pro- 
ceed to speak with the voice of prophets and 
sages. We may even become so unselfish that 
we don’t have time to improve ourselves. 

A pitfall for the personnel man is a pro- 
fessional attitude which creates in others the 
image of a cocksure chap who wants other 
people to change and who knows what is good 
for them. But people don’t like to change. 
They may take such advice from ministers of 
the Gospel, but are likely to gag when the 
medicine spoon is offered by personnel experts. 

In selection, therefore, we try on the Penn- 
sylvania to screen out the lad who comes out 
of the classroom with too strong a sense of 
mission, too deep a conviction that he can 
straighten out everyone by applying formulae 
from the textbooks. But selection systems are 


About the Author— 

James Patin is Director of Personnel Administra- 
tion of The Pennsylvania Railroad. This paper is 
adapted from a talk given by him at the Advanced 
Professional Development Course for Personnel Offi- 
cers, at this University on August 19, 1960. 
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imperfect—as witness the following examples 
from our Railroad: 

A. Thirty-some years ago we recruited a 
bright young college man and put him in our 
course for transportation apprentices. But he 
didn’t seem to fit, and we finally told him that 
he wasn’t cut out to be a railroad executive 
and should seek his fortunes elsewhere before 
too late. We parted friends—and are still 
friends, although this man has since been a 
high executive of a number of different rail- 
roads. 

B. Of course in the intervening years, with 
the discovery of the deep-dish psychological 
test and other modern aids, selection processes 
should have been refined to perfection. But 
unaccountably, mistakes are still being made. 
Some time ago, we looked over a college lad 
with a distinguished study record and a mas- 
ter’s degree in business administration. We 
made him run the gauntlet of interviews by 
seven wise men, gave him the latest tests, had 
him compose an article on a selected subject; 
then appraised him as without blemish and 
started him through our personnel apprentice 
course. But within a few months he was— 

1. Showing resentment because the 
people who were showing him how the Railroad 
operates weren’t paying him due respect as 
their rescuer from benighted thinking. 

2. Butting into labor negotiations and 
making “textbook” remarks which prejudiced 
the management’s position, when he should 
merely have been listening. 

3. Declining to mix with the other boys 
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in the office, apparently because he thought 
it would be unbecoming to a future top offi- 
cer of the Company. 

So it appears that with all this tapping and 
weighing of the melon the final test is how it 
tastes when cut into. 

In selection, everyone looks for the same 
general qualities—a lad who is personable, 
articulate, imaginative, resourceful, dynamic, 
and of strong character. Now I’d like to turn 
the coin and suggest a few Don’ts. 


A Few 


a. Don’t hire a man because he likes 
people. 
You’re hiring a personnel man, not 
a recreation director. In point of fact, a per- 
sonnel director doesn’t work with many 
people. His is a staff job. It’s up to him to 
train the people who do work with people so 
they can do it more effectively. Furthermore, 
the opportunity for working with people exists 
in every job, except perhaps that of the prac- 
ticing hermit. There’s nobody else to work 
with. So the quality of “liking people” has 
little merit and usually indicates that the man 
who says he has it doesn’t have the vaguest 
idea of what personnel work is all about. 
b. Don’t hire a man with a mission. 
Industrial relations is the art of the 
possible. Its practitioner must be objective 
and realistic. He is the middle man between 
labor and management. The crusader is like- 
ly to forget the purpose of the business in his 
effort to carry out his theories which to him 
are more important than the business. Besides 
a crusader is usually a single-track bore. 
c. Don’t hire the personality boy. 
Personality is a tremendous asset es- 
pecially if it is backed by hard intelligence 
and analytical ability. But personality by it- 
self is not enough in a field that is becoming 
increasingly complex and technical. The cam- 
pus hero is suspect. 
d. Don’t hire somebody’s wife’s cousin’s 
nephew. 
You know the type. Somebody has 
got to find a spot somewhere for poor Johnny, 
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so what about personnel? True, Johnny didn’t 
do well in college and isn’t especially inter- 
ested but still he’s got to work. What harm 
could he do in the personnel department? 
Maybe he won’t do any harm, but he won’t 
do any good either. So shove him off on some- 
body else. Personnel doesn’t have room on its 
budget which is usually too small anyway for 
drifters. 
e. Don’t hire the ex-union man. 

The notion that if you can’t lick 
them, pay them to join you, generally doesn’t 
work. When the union officer steps into per- 
sonnel management he checks his influence 
with labor at the door, and is likely to be re- 
sented. Why not? In the union’s eyes he’s at 
best an opportunist, at worst a traitor. If you 
decide to hire a talented labor officer for 
your personnel department, make sure you are 
hiring him for his ability and not for his in- 
fluence. Then put him where he isn’t asked 
to deal with his former associates. 


The Personnel Job 


From the start of our training on the Penn- 
sylvania, we emphasize that the job of our 
personnel people is to— 

a. Help the Company make money; 

b. Find out through analysis of facts what 
are the primary personnel problems of the line 
people; and 

c. Work out solutions which will command 
the interest and respect of the line people. 

We point out to our personnel people that 
there are many practical ways for them to 
help the Company make money; that employ- 
ment and training alone involve millions of 
dollars. We have little control over costs of sup- 
plies, wages, interest rates, the actions of com- 
petitors, and certain other variables, but per- 
sonnel is one important component over which 
management can maintain some real control. 
We can select, train, and direct people. This is 
vital, since our average investment in each 
employee runs $30,000, our wage cost (includ- 
ing payroll taxes) takes about 56 cents of each 
revenue dollar; the identifiable cost of hiring 
and training the average trainman is at least 
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$200, and during the next ten years we shall 
probably have to hire anywhere between 
80,000 and 100,000 new people with out-of- 
pocket costs of many millions of dollars. 

In addition, there are large hidden costs in 
train accidents, discipline, personal injuries, 
loss and damage, theft and absenteeism which 
are linked with poor quality of hiring and 
training. 

So we hammer it into our new personnel 
men—and also our old personnel men—that 
they have wide and important responsibilities 
in practical railroading. One way we impress 
this on them is through a slap-board presenta- 
tion, which defines personnel’s responsibilities 
in our operations. 

Training Programs 

We bring our new recruits into Philadelphia 
for a week’s seminar. Top officers lecture on 
the history, functions, problems, and pro- 
grams of the Railroad. 

They then go into an 18-month training 
program designed to give them first-hand 
knowledge of the major departments and oc- 
cupations, and a grounding in the union agree- 
ments, as well as personnel administration. 
Their progress is appraised periodically. After 
this course they are assigned to a regular job 
as Assistant Examiner, working in labor rela- 
tions. Thereafter they are promoted into more 
responsible jobs and may specialize either in 
labor relations or personnel administration. 

Advanced training takes the form of— 

Monthly staff meetings. 

Special instruction in training techniques, 
employment processes, labor agreements, writ- 
ing letters, reports, and agreements; commu- 
nication, etc. 

Outside courses—A.M.A., colleges. On this 
point I wish to say that our philosophy is 
that: 

a. Experience, responsibility on the job, 
and the influence of a good boss are the most 
important factors in a supervisor’s develop- 
ment. 

b. The prime purpose of all training or edu- 
cation is to open a man’s mind to new things, 
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enable him to attack and solve problems, and 
encourage him to develop himself. 

c. Company courses can do some things 
better; outside courses likewise. 

d. Outside courses are more likely to— 

1. Encourage independent thinking; 

2. Broaden the man’s viewpoint by en- 
abling him to see how other industries have 
handled essentially similar problems; and 

3. Make men more receptive to change. 

e. Inside courses can— 

1. Focus on the manager’s specific 
needs; 

2. Experiment with content and method; 
and 

3. Cover more men, and thus get away 
from the selective aspect of outside programs 
which may tend to create the “crown prince” 
idea. 

f. Neither inside nor outside courses are 
miracle drugs. They should be only two phases 
of the sound management development pro- 
gram. 

g. The results of courses cannot be ap- 
praised in dollars and cents. They are valu- 
able but intangible. 

Advanced training also includes study of 
The Personnel Manager, a training publica- 
tion, and a yearly appraisal, primarily on the 
basis of achievement on the job. 


Self Training 


Now, all these things are probably good, 
and are used by many companies as they find 
them appropriate; but in my opinion what a 
man does for himself is far more important 
than what his company offers him in the way 
of orientation, training, appraisal, and courses 
at schools. Here are some disciplines which it 
seems to me a man imposes on himself when 
he has decided what he wants and is willing 
to pay the price in self-denial and hard work. 
When I talk with the beginners, I say to 
them: 

a. Do every task with the idea that you are 
working for yourself—which is literally true, 
since you are adding to your personal store of 
knowledge and experience. 
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b. Do every task set you by the boss as if 
you were the boss. Thus you enlarge your 
horizons and show him that you have a good 
grasp of things. 

c. Learn everything you can, not only about 
your own job but your boss’s job and the jobs 
of others, and about your company’s history, 
functions, policies, objectives. Thus you fit 
yourself comfortably into your framework, 
and do your work more intelligently. 

d. Reach out for more responsibility. Don’t 
sit sheltered in the house of your formal job 
description. It’s the man who creates the job. 
One of our retired presidents on the Penn- 
sylvania, when I asked him how he proceeded 
to reach the top, said: “In every job I worked 
I took more authority and responsibility than 
I was given.” 

e. Watch how good men get results. 

f. Be unfailingly courteous and modest. 
Cultivate genuine good will. Take opportuni- 
ties to help others. In this game of leapfrog 
you never know who will be your boss tomor- 
row. 

g. Do things cheerfully; carry out orders 
vigorously even though you think the policy is 
wrong. 

h. Work hard at learning how to speak 
and write simply and clearly. The man who 


can write a good report or letter has a big 
advantage. Personnel men like to tell others 
how to communicate, so it behooves them to 
practice what they preach. 

Avoid $10.00 words (used to be $5.00, but 
we have inflation.) (When I was getting 
started on the Railroad I prepared a report to 
the Division Superintendent concerning the 
failure of the airbrake system on a train. I 
stated, “The train was devoid of air brakes.” 
That noon when I was alone in the office the 
Superintendent walked through, tipped his hat 
to me, and said, “Good morning, Mr. 
Webster.”’) 

Reading good literature is an easy way to 
acquire a: vocabulary and good style, but it 
takes work and practice to develop the skills 
needed to draft a logical, brief, complete, and 
persuasive letter or report. The files of busi- 
ness houses are choked with poor examples. 
Your boss will appreciate any talent you can 
show in this direction. 

Remember that, as Justice Oliver Wendell 
Holmes said, “A word is not a crystal, trans- 
parent and unchanged. It is the skin of a liv- 
ing thought, and changes greatly in form and 
texture according to the context in which it is 
used.” 


INSURANCE INFORMATION SOURCES 


Sources of information on all phases of insurance—life, casualty, fire, marine, and 
other types—in the Business Information Division, Cleveland Public Library, are listed in 
the July-September, 1960, issue of Business and Technology Sources, official Bulletin of 
the Business and Technology Department. 

The business man, the industrialist, the private investor, as well as the insurance 
specialist will find their insurance interests covered in this selection of cyclopedias and 
dictionaries, directories, statistical compilations, yearbooks on both companies and poli- 
cies, security holdings of companies, proceedings and reports of associations, loose-leaf 
services in the field of insurance and pensions. It also includes insurance law, tax aspects, 
risks and claims, some sources on federal and state insurance, and current periodicals 
and _ bibliographies. 

Copies of the Bulletin are available from the Order Department, Cleveland Public 
Library, Cleveland 14, Ohio, at a mailing and handling charge of 25 cents each. 
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e The business executive can learn from a 


Master of Communication: 


Churchill 


HE fashionable term for something as old as 

the worlds of public and private affairs 
themselves is “communication.” Both worlds 
depend upon leadership, and upon under- 
standing. The difference today lies in the dila- 
tion of the field of managerial operations. The 
modern executive, relying more and more upon 
the typed or telephoned word to convey his 
words up and down and across the line, may 
long for some new magic. But, if the magic of 
communicating is going to be made to work, 
it will not be by the magicians but the prac- 
titioners. 

Dovetailing words to a purpose is a skill 
few have practiced in business or in politics 
with the success of Sir Winston Churchill. 
Here is a master practitioner. His writing has 
been less for pleasure than, in his youth, for 
profit and since then for public purpose. What 
seems in his words like magic is no secret he 
has kept up his sleeve. 


Good English in Administration 

“An efficient and a successful administra- 
tion manifests itself equally in small as in 
great matters,” he wrote to General Ismay in 


1943 in commenting on the code name “Tri- 
umphant” proposed for an operational plan. 


- Words smacking of boastfulness such as this 


had no place where lives were at stake, he ad- 


About the Author— 


Herself a writer, Mrs. Bromage, A.B., Radcliffe 
College, A.M., Michigan, is Instructor in Business 
Writing in this School. This article grew out of a 
comprehensive study of certain of Churchill’s policies, 
oval by Mrs. Bromage in the British Isles last 
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monished; nor did anything indicative of de- 
spondency like “Woebetide” or “Jumble.” 
Terms frivolous in character like “Bunnyhug” 
or “Ballyhoo” he cited as even less suitable, 
so he wound up what amounted to a directive 
on code names with the order that none be 
approved till he saw them. 

Whether he meant the choice of the right 
word was a great or small matter, Sir Winston 
made the language one of his means to power 
and influence. “The man who could not say 
what he had to say in good English,” he de- 
clared, “could not have very much to say 
that was worth listening to at all.” And he 
made a point of drafting his own letters and 
reports. “Good English” for him came to 
mean accuracy, brevity, and the right emo- 
tional tone. 


Getting It Right and Brief 


In the name of accuracy he exercised con- 
stant vigilance. At the height of the Battle of 
the Atlantic he insisted that “Iceland” be 
followed by a capital C—“Iceland (C)”—to 
distinguish it from Ireland. Every phrase he 
dictated got the greatest care according to 
his secretary, to prevent misinterpretation. 
There was no limit to the re-typings for the 
sake of accuracy alone. 

Brevity ranked next with him. Brevity 
coupled with accuracy called for the utmost 
selectivity. “Let me have,” he notified his 
Minister of Shipping in 1940, ‘on one sheet of 
paper the main heads of your programme as 
at present settled of imports (a) in the next 
four months, (b) for the year 1941. I should 
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be glad to have this during tomorrow (Satur- 
day).” In 1941 he wrote to General Ismay: 
“Let me have a time-table (on one sheet of 
paper) of what the Navy will do on each day 
from the ‘Alert’ on Day 1 to Day 20, and 
what forces will be in hand.” Such precision 
could not be achieved without effort, he knew, 
and he did not begrudge the hours he spent 
himself—as many as fourteen for 10,000 
words of original composition, he estimated. 
When he dictated, his secretary had to keep 
track of the number of words for he was 
likely to stop and demand to know how 
many at any moment. 

His impatience with verbosity boiled over 
when it came to telegrams. “You spoke to me 
the other day,” he replied to his Foreign Af- 
fairs Minister early in the war, “about the 
length of telegrams. I think that this is an 
evil which ought to be checked. Ministers and 
Ambassadors abroad seem to think that the 
bigger the volume of their reports home, the 
better is their task discharged . . . It is sheer 
laziness not compressing thought into a rea- 
sonable space.” It was the editor of Punch 
who, after the war was over, said that “The 
snort of this old warhorse had burned 
through the wool of a million wartime 
minutes.” 

Rising in the Commons to report the suc- 
cess of the long-awaited landing on the Con- 
tinent, Prime Minister Churchill had the 
whole story of the Channel crossing to tell, 
but as he pointed out, “I have only a few 
minutes, and therefore I must practise the 
selective art as far as possible.” 


Getting the Feel 


While he was striving for accuracy and 
brevity, he was also employing subtler arts in 
his letters, directives, reports, and speeches. 
Imparting information was seldom the/ sole 
objective of his carefully chosen words, 
studied sentences, and ordered paragraphs. 
Paragraphs had to fit on to one another, as he 
had observed years before, like the couplings 
of railway carriages. The rousing of his read- 
ers or listeners to some greater effort usually 
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lay close to the surface of whatever he had to 
say. 

His sensitivity to the emotional implication 
of the lowest linguistic denominator, the word, 
often moved him to rebuke. At a staff confer- 
ence in Downing Street, President Eisenhower 
recalls, a young officer innocently used the 
word “bodies” in referring to the number of 
soldiers needed for a particular mission. 
Churchill interrupted with an impassioned out- 
burst against talking in cold blood of soldiers 
as if they were merely corpses. 

His fastidiousness about words was noth- 
ing new. Some twenty years earlier the House 
of Commons, debating a document he had 
helped prepare, quibbled over its use of the 
word “treaty” to something being signed by 
His Majesty’s Government with a would-be 
independent Ireland. The objection was that 
treaties were signed only between sovereign 
nations. Churchill rose in remonstrance over 
the quibble to defend the wording: “When you 
come to choose the words you will use, and 
when your actual position is not affected 
thereby, you should surely use the words most 
likely to help you to secure the goodwill, | 
support, and agreement which you seek.” 

When it came to naming Britain’s civil de- 
fense force in World War II, he did not think 
much of the uninspiring title, “Local Defense 
Volunteers.” Someone then proposed “Civic 
Guard” but he held out for “Home Guard.” 
This, he said, sounded much more “compul- 
sive.” The fact that armbands had already 
been prepared with the other lettering did not 
deter him in the slightest. The right name was 
worth any amount of trouble. 


Writing to Fit Time and Place 

One-syllable, concrete words like “home” 
and “guard” came to drown out his own peace- 
time habit of polysyllabification. Everyone 
remembers the wartime Prime Minister’s bus- 
inesslike simplicity of: “Give us the tools and 
we will finish the job.” He is even more famous 
for the thirty-three words: “. . . we shall fight 
on the beaches, we shall fight on the landing 
grounds, we shall fight in the fields and on the 
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streets, we shall fight in the hills; we shall 
never surrender.” All but three of these words 
are one syllable, and all are action or name 
words used with the first person pronoun. A 
less familiar description of the war from the 
same pen is this: “the actual conflict had to be 
more like one ruffian bashing the other on the 
snout with a club, a hammer, or something 
better.” His figures of speech are unmistak- 
able as to image and impact. 

By sentence pattern as well as word choice 
are his effects achieved. There is no one 
Churchillian sentence style. As the purport al- 
tered, so did the approach. His earlier peace- 
time rhetoric was rotund and enpurpled. Once 
when a young man, he was forced to own up 
to what he admitted were “terminological in- 
exactitudes.” As the fledgling parliamentarian, 
the son of the oratorically-inclined Lord Ran- 
dolph Churchill (whose speeches he memor- 
ized) and the grandson of the journalistic ty- 
coon, Leonard Jerome, the young Winston was 
flamboyant of mouth, long of breath. As times 
changed, so did he and so did his manner of 
speaking and writing. 

The clipped, cut-off style came later in his 
life. As the press of affairs grew heavier upon 
him, he wrote tersely and pointedly, stripping 
down his old Victorian superstructure. The 
most communicative words convey feeling as 
well as fact and the writter who feels keenly 
shapes his words to accord with his time and 
place. The mid-twentieth century left no 
time for words for words’ sake. It was a time 
for action. 

It is the very variety, the adaptation of 
structure to the purpose in hand that is 
Churchillian. His style underwent conspicuous 
change. But he could never resist the quick 
jab, not even in the fearful days of 1940: 
“Here in London which Herr Hitler says he 
will reduce to ashes . . . we are waiting for 
the long-promised invasion. So are the fishes.”’ 
His sentences can lift the chin or drag upon 


the feet; they can pat the back or deliver a — 


body blow. For swift movement, it is hard to 


equal: “Never in the field of human conflict 
was so much owed by so many to so few.” 
Here, the triple series builds a swift climax to 
the final emphasis, strategically withheld until 
the last word. Another staccato message was 
conveyed by three short, simple, declarative 
sentences: “I have some news for the House. 
It is good news. The Royal Navy has struck 
a cripping blow at the Italian Fleet.” 

For lengthier passages, affirmative declara- 
tions are interspersed with questions. All the 
devices of parallel phraseology, alliteration, cli- 
mactic emphasis were employed in his crucial 
letter to the French leader, Reynaud, dated 
June 13, 1940: “We renew to the French Re- 


public our pledge and resolve to continue the — 


struggle at all costs in France, in this island, 
upon the oceans, and in the air, wherever it 
may lead us, using all our resources to the ut- 
most limit and sharing together the burden 
of repairing the ravages of war.” 


Executive Mastery vs. Magic 


Practical application of the English lan- 
guage to executive communications, whether 
in politics or business, is not a new world to 
conquer. It does not offer the executive any 
miracle solutions. Once beyond the ABC of 
writing there is no primer, only precedent and 
practice. 

For precedent, Sir Winston Churchill—in 
his time journalist, novelist, biographer, his- 
torian, editor, essayist, speech writer—offers 
on any one page a dozen lessons. He himself 
learned painfully to write and never worked 
for letter-perfection in grammar rules. With 
the times, he grew and his words were shaped 
to fit them. His own comment, in a different 
connection, might be taken to heart by the 
hesitant writer: “The maxim ‘Nothing avails 
but perfection’ may be spelt shorter: ‘Paraly- 
sis.’”” His pen has proved mightier than many 
another kind of weapon in the management 
of great undertakings. Its mightiness lies in 
the universal virtues of good English: accur- 
acy, brevity, human tone. 
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© Suggestions about an increasingly important 
activity of business executives. 


Organizing Explanatory Speeches 


N Science, March 20, 1959, Don Price, Dean 
of the Harvard Graduate School of Public 
Administration, pointed out that the discovery 
that scientific and technological research could 
be carried on for profit is one of the most rev- 
olutionary economic discoveries of the cen- 
tury.! The results of this revolution caused 
by research are plain to see. The transistor 
and the tunnel diode have altered the develop- 
ment of the electronics industry; the concepts 
of information theory have automated the pro- 
duction line; and the percentages of corporate 
budgets devoted to research and development 
have steadily increased. A comprehension of 
technical progress is important in a success- 
ful business today. 

But a clear understanding of technical prog- 
ress is not easy to come by. For one thing, too 
much is going on. The number of scientific and 
technical journals is increasing at an expo- 
nential rate, so rapidly that no man can hope to 
read them all. For example, according to 
Louis Ridenour, the total number of volumes 
and pamphlets in the aeronautical division of 
the Library of Congress has been doubling 
nearly every five years.? The next best bet is 
to rely on an abstract service. But the flood of 
words is so large that even the abstract serv- 
ices are swamped and have been resorting 


1Don Price, “ ization of Science Here and 
Abroad,” Science, Vol. 129, 20 March 1959, p. 759. 

2L.N. Ridenour, Bibliography in an Age of Science, 
Urbana, University of Illinois Press, 1951. 
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Dr. Sawyer is Associate Professor of English in the 
College of Engineering of this University. He has 
done editorial work and editorial consulting for the 
University’s Institute of Science and Technology. 
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more and more to machines. Since April 1960, 
Chemical Abstracts has been publishing an ex- 
perimental journal called Chemical Titles 
which is turned out almost entirely by an 
IBM 709 computer. The Armed Services 
Technical Information Agency, ASTIA, in an 
attempt to keep up with the current of infor- 
mation, has adopted computer techniques. 
Here at The University of Michigan two spe- 
cialized libraries of technical information, 
IRIA, Infrared Information and Analysis, 
and BAMIRAC, which deals with literature 
on rockets, are also “computerized.” A tech- 
nical author today is sure to be read by a 
computer even if no human eye touches his 
document. 

Why this flood tide of technical informa- 
tion? I think it was Crawford Greenwalt who 
pointed out in The Uncommon Man that the 
answer is simple. Ninety per cent of all scien- 
tists who ever lived are alive right now. 

And how effective are these computerized 
abstract services as sources of information? 
Unfortunately, not very. The fault is not 
theirs. The abstract services must automate 
or be inundated. But information is best di- 
gested by the human brain. Computers, of 
course, can sort and index far more rapidly 
than any human can, but it is necessary to tell 
them how to classify a piece of material, not 
an easy job. For example, Dr. Wagman, Direc- 
tor of the University Libraries, recently illus- 
trated this classification problem for me. 
Which group of scientists would be most in- 
terested in being kept informed about a pres- 
ent research program devoted to the study of 
the buying habits of purchasers in Indian 
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bazaars during the period from 1945 to 1955? 
How should you instruct the computer to 
classify this? Under economic research? His- 
torical research? Sociological research? As a 
matter of fact, it is none of these. The program 
is being conducted by the Institute of Mental 
Health of The University of Michigan in an 
effort to explore the reactions of populations 
in times of extreme stress—famine. 


Scientists Communicate Orally 


In 1958, the Second International Confer- 
ence on Scientific Information was held in 
New York City, sponsored by the National 
Science Foundation and the National Acad- 
emy of Science. One of the most interesting 
conclusions presented in the papers was that 
most scientists got their most useful informa- 
tion from oral communication—from conversa- 
tions with other scientists.** Scientists simply 
have no time to explore the volumes of pub- 
lished information, even in abstract form. This 
is somewhat discouraging since the indexing 
and abstracting services were set up to serve 
such specialists. It may well be that much of 
the information that businessmen and indus- 
trial leaders need is also obtained from oral 
communication, and for the same reason— 
lack of time. 

If this is true, it seems appropriate to offer 
some suggestions about the organization of 
ideas for such oral communication. These sug- 
gestions are entirely empirical—that is, they 
are based upon my own observations of speak- 
ers attempting to explain their own special 
objects of study to someone who does not un- 
derstand it. No speech texts that I know deal 
with this. Many texts devoted to technical 
writing deal with the typographical and orga- 
nizational format of industrial reports, but 
except for Reginald Kapp’s The Presentation 

3 Bentley Glass and Sharon H. Norwood, “How 
Scientists Actually Learn of Work Important to 
Them,” Proceedings of the International Conference 
on Scientific Information. Vol. I, Washington, D.C. 
National Academy of Sciences, p. 195. 

4 Herbert Menzel, “Planned and Unplanned Scien- 
tific Communication,” Proceedings, op. cit. p. 199. 

5 Reginald Kapp, The Presentation of Technical In- 


formation, New York, The Macmillan Company, 
1957. 


of Technical Information,’ the problem of 
translation, or teaching if you prefer, is sel- 
dom discussed. I should also point out that 
the speakers and writers I have observed have 
been predominantly scientists and engineers, 
but I think that the suggestions I would have 
for them may be useful to the businessman 
and the industrialist. There is much that I 
would like to say about scientific and technical 
writing, but space does not permit. 

Here are four suggestions for arranging 
ideas for an explanatory speech. They are: 
one, never talk over the listener’s head; two, 
always explain how you measure the invisible 
or abstract; three, always explain the subject 
in English, not in mathematics or abbrevia- 
tions; and four, tell ’em what you’re gonna 
tell ’em, tell ’em, then tell ’em what you’ve 
told ’em. 


Practice On Your Wife 


My first suggestion is by far the most im- 
portant. Never talk over the listener’s head. 
This is a very simple rule, but one that is ex- 
ceptionally difficult to observe. Most of us are 
so familiar with our special subjects that we 
can’t remember what it was like when we 
didn’t understand them either. Explanatory 
speeches are often poor simply because the 
speaker makes a false assumption about the 
audience’s knowledge. Sometimes this is be- 
cause the audience will be composed of per- 
sons who have titles or positions which sug- 
gest that they are sophisticated. Disregard 
these symbols of prestige. The chances are 
that the audience knows very little about your 
particular specialty despite their impressive 
qualifications. 

Let me illustrate. Every year at The Uni- 
versity of Michigan there is a symposium on 
a particular branch of electronics. It is at- 
tended by some of the nation’s foremost elec- 
tronic specialists. The papers presented are 
published in a symposium record. The editor 
of this record suggested last year that some 
critical comments from the audience on the 
quality of the oral presentations of the papers 
might be informative. Consequently, he re- 
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quested the audience of specialists to hand in 
comment on the papers presented by their 
fellow specialists. Much to his surprise the 
most frequent comment was that the papers 
and speeches were too technical and hard to 
understand. Again and again these “special- 
ists” pleaded for presentations in simple lan- 
guage devoid of mathematics. “Way over my 
head,” “Start with the basic principles,” 
“Use simpler language,” were some of the ty- 
pical comments. 

If this illustration doesn’t convince you, per- 
haps my experience with students will. I 
teach senior engineering students who are now 
specialists about to graduate. But even though 
they are in the same college, sometimes from 
the same department, they can’t talk to each 
other. They have very little in common. The 
mechanical engineer now deals in concepts 
and talks a language quite different from 
that of the chemical engineer or the electri- 
cal engineer. No matter how specialized we 
are, we are all ignorant. We are simply ignor- 
ant about different things. Remember Walter 
Lippman’s advice, “Never underestimate the 
intelligence of your audience; but never over- 
estimate the amount of their information.” 

How can you avoid talking over the lis- 
tener’s head? Very simply. Practice the 
speech on your wife or your secretary. My 
married engineers practice writing for their 
wives, and with excellent results. But you 
must make sure you wife understands what 
you are talking about. She may ask some 
questions that you are absolutely certain no 
one in your audience would ask. Nevertheless, 
don’t dismiss those questions lightly. Some of 
the most penetrating and fundamental ques- 
tions may seem childish or naive at first 
glance. “Why is grass green?” or “Why are 
most people right handed?” I am practically 
positive that no man alive can provide a satis- 
factory answer to those two questions and that 
the Nobel prize is waiting for the man who 
can. 
Thus, the first suggestion is never talk over 
the listener’s head. 
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Explain Your Terms 


My second suggestion is designed to help 
you explain your particular specialty to your 
wife and to the audience. Always explain how 
you measure the invisible or the abstract. It is 
the invisible, or the abstract, that invariably 
puzzles the layman. And each one of us deals 
with the abstract in our specialties every 
day. We give these abstractions names, like 
“negative coefficient of correlation” or “con- 
vertible debentures.” Many people aren’t 
quite sure what these terms mean, and since 
it takes but a few additional words to explain 
them, why not make sure the audience under- 
stands? 

Today many scientists and engineers are 
engaged in studies of the invisible and the lay- 
man can’t understand how they can do it. 
For example, to radar men the circular polari- 
zation of radio and radar waves is taken for 
granted. This simply means that radio waves 
travel forward something like a screw thread 
rotating. How do they know this? Unfortu- 
nately, some radar men can’t tell you. But if 
they know the history of their subject, they 
will illustrate how Hertz discovered this in 
about 1889 using nothing more complicated 
than the electric spark from the terminals of 
a Leyden jar, or capacitor, and a small loop 
of wire with the ends separated to form a 
spark gap. When the Leyden jar sparks, the — 
loop of wire will also spark, even though it is 
not connected to the Leyden jar. But you must 
screw the loop of wire around like a screw 
thread as you move it further and further 
away from the Leyden jar. 

_ Thus, always explain how you measure the 
invisible or abstract. 


Talk English 


Third suggestion. Explain your subject in 
English, not in mathematics or abbreviations. 
I don’t know how widespread the practice is 
in business and industry, but most engineers 
try to talk about their subjects in mathema- 
tics. They argue that mathematics is a uni- 
versal language which any other engineer 
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can understand. And it is true that other en- 
gineers can understand how the symbols are 
manipulated. The difficulty is that they do 
not understand what the symbols are sup- 
posed to represent. A mathematical symbol is 
intended to be abstract, to represent anything 
you want it to. You must explain your subject 
in terms that have a real, sensory meaning be- 
fore you can begin to attach mathematical 
symbols to it. At least you must if you wish 
people to understand you. I have always felt 
pretty strongly about this, but because I am 
an English teacher, not a scientist or mathe- 
matician, I wasn’t sure I was correct. For- 
tunately, faculty in the technical departments 
support my position and contend that engi- 
neering reports should be explained in English 
rather than mathematics. 

Abbreviations are just as bad. They are also 
symbols with a meaning understood only by a 
few persons in the know. Avoid them when 
you address an audience. For example, in the 
British Army you may find a W. O. One driv- 
ing an L. A. D. truck accompanied by a B. O. 
R. This statement makes good sense if you 
are familiar with British Army terms, but 
most people don’t know that a Warrent Officer 
First Class (W. O. One) is driving a Light 
Aid Detachment (L. A. D.) truck, or re- 
pair truck, accompanied by a British Other 
Rank (B. O. R.) or enlisted man. 

Thus, explain your subject in English, not 
in mathematics or abbreviations. 


Clear Organization 

Finally, tell ’em what yow’re gonna tell ’’em,; 
tell’em; then tell ’em what you told ’em. The 
organization of a speech, whether explanatory 
or persuasive, must be clear. You cannot be 
subtle about the organization. The outline, or 
skeleton, of the speech must stand out. Most 
people don’t listen as well as they read simply 
because it is harder to do. The listener’s atten- 
tion span is very short; his mind wanders; he 
is easily distracted. He misses a sentence or 
two here and there. The reader can always 
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back-track and re-read the missing sentences, 
but the listener usually hesitates to confess he 
wasn’t paying attention and rarely asks the 
speaker to go back and repeat. 

Therefore, you must tell the reader in ad- 
vance what to listen for. In other words you 
must tell ’em what you’re gonna tell ’em. This 
warning enables the listener to see the main 
points of your speech in one neat package. 
Of course, he may not understand the ideas, 
or he may not believe them, so you must ex- 
plain or prove these points. 

How many ideas can you expect thé lis- 
tener to remember? I believe that four, pos- 
sibly five, main ideas is as many as you can 
expect most audiences to remember. There 
are some studies in the psychology of percep- 
tion which tend to support this contention, 
but I know of no studies of speech itself. 

Where should you put the most important 
point in a speech? Contrary to what you might 
expect, place it first. The listening audience 
is paying better attention at the start of the 
speech than at the end. 

Finally, if you want the listening audience 
to remember your main ideas you must re- 
peat them. You must repeat them at least 
three or four times, but these repetitions must 
occur at different places in the speech, not all 
together. 

Now you may have noticed that I am at- 
tempting to follow my own advice about tell- 
ing ’em what you’re gonna tell ’em; telling 
‘em; and telling ’em what you’ve told ’em. I 
have made four suggestions. I placed the one 
that I considered most important first. And 
with these final words I shall have repeated 
each suggestion four times. These suggestions 
for arranging ideas for an explanatory speech 
are: one, never talk over the listener’s head; 
two, always explain how you measure the in- 
visible or the abstract; three, explain your 
subject in English, not in mathematics or ab- 
breviations; and four, tell ’em what you’re 
gonna tell ’em; tell ’em; tell ’em what you’ve 
told ’em. 
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e A new University publication fills a need. 


The University of Michigan Index 
~ to Labor Union Periodicals 
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S part of the ever-increasing amount of 
published material which has _ been 
crowding in on those doing research, many In- 
dustrial Relations Libraries have accumulated 
files of newspapers and magazines published 
by the labor unions which have remained in 
dusty piles or have gone into bound volumes 
until replaced by microfilm. Regardless of their 
physical presence in such libraries, they have 
proved of little value to researchers, since 
there was never an index to their contents. 
One or two of the unions do distribute an an- 
nual index at the end of each year, but noth- 
ing has been available month by month. A few 
libraries have found it expedient to do some 
indexing of contents of these publications for 
their own clientele, but this information has 
never been made available to the general 
public. 


The Need for an Index 


The result of this situation has been that 
the contents of labor union newspapers and 
journals have remained, for the most part, un- 
touched. The searching of the original ma- 
terial, issue by issue, has proved to be time 
consuming, frustrating, and often dirty. The 
only alternative was a long search, page by 
page, of microfilm copy. 


About the Author— 


Miss Scanlan is Reference Librarian and Assistant 
to the Director of the Bureau of Industrial Relations 
of this School. Readers of this Review will recall her 
compact reports on recommended readings on indus- 
trial relations. She is also Managing Editor of the 
new Index described in this article. 
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Despite the volume of printed material 
emanating from the headquarters of labor 
unions, with readership estimated in the mil- 
lions, little is known about the actual state of 
union thinking and writing because this vast 
amount of material has never been systemati- 
cally analyzed. The effect of these publications 
upon the more than 18 million union mem- 
bers is, in itself, highly significant. 

Moreover, the influence of union philoso- 
phy, policy, and attitude has a far greater 
effect than on the membership. Managers of 
business firms must understand this basic 
philosophy, since their policies and practices 
are subject to union surveillance. Wisdom re- 
quires that they acquaint themselves with the 
orientation and set of union leaders. Legislators 
must make decisions regarding public policy 
on labor-management relations. A compari- 
son of the thinking of the many labor union 
leaders is important to researchers, scholars, 
journalists, and even the labor leaders them- 
selves. 

The Michigan Project 

For a number of years, members of the 
Committee of University Industrial Relations 
Librarians discussed the need for a key which 
would open the vast amount of information 
available in union publications. In the spring 
of 1960, the Bureau of Industrial Relations 
at The University of Michigan undertook, as 
a pilot project, the indexing by subject of 
forty-one labor union periodicals. The list of 
papers was selected by the Committee at its 
1960 annual meeting. The publications for 
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the month of May, 1960, were selected for 
the pilot project. As soon as the 1,365 entries 
were completed a section was reproduced and 
sent to members of the Committee for sug- 
gestions and criticism. 

Based upon the results of the pilot study the 
project was established on a permanent basis. 
On December 1, 1960 the first volume was 
published which included the months of Jan- 
uary through June 1960, and contained 8,500 


entries. This service makes a significant con- — 


tribution by presenting such data in a readily 
available, highly usable form. From this initial 
volume on, each month will be published as a 
separate unit. A second six-month cumulative 
volume will be issued for the months July 
through December 1960. It is expected that 
the twelve monthly issues for 1961 will be 
published as a cumulative annual. 

Running some 180 pages in length, each six- 
month volume will contain about 8,500 in- 
dividual items, indexed and summarized. For 
the proposed annual index, the volume will 
run around 340 pages and close to 17,000 
items. 


What the Index Contains 


In the majority of the entries, the notation 
begins with the headline, followed by a brief 
sentence or two which amplifies the headline. 
If the headline contains too much jargon, or 
slang phrases which the indexers think might 
be unfamiliar to the average user of the Index, 
it has been reworded or omitted to give a 
clearer picture of the contents of the article. 

Every effort has been made to present the 
material without editorial bias on the part of 
the indexers. No “slanting” of any kind, by 
content or by number of entries, has been 
written into the Index. 

The Index is intended to give an accurate 
representation of news from all of the papers 
selected. Items on the same subject have 
been abstracted repeatedly in some instances 
to show (a) inter-relationship of unions or 
their interests, (b) significance of the item 
under discussion, or, (c) because of a slight- 
ly different slant on the same subject from 
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paper to paper. Stress has been put upon pres- 
entation of an item of news by the paper of 
the union directly concerned. If other papers 
repeat, verbatim, such items, this type of 
repetition has generally been eliminated. 

Since the bulk of the material in labor 
union periodicals is devoted to subjects in the 
realm of Industrial Relations, the authority 
for subject headings has been “A Standard 
List of Subject Headings in Industrial Rela- 
tions,” published at Princeton University for 
the Committee of University Industrial Rela- 
tions Librarians. When the scope of the en- 
tries falls outside the “Standard List,” appro- 
priate headings from other established busi- 
ness terms have been added. 


Cross References 


In some instances an item is of such a na- 
ture that it must be entered under more than 
one subject heading. In such cases, the entire 
abstract is repeated as a separate entry. 

In addition to materials filed under the 
main headings, there are numerous cross ref- 
erences from labor leaders, government offi- 
cials, politicians, and businessmen to the main 
entry. Whenever necessary, a cross reference 
has been made to specific companies or unions. 
However, when an item concerning a union 
appears in that union’s publication, no cross 
reference has been made to that union. For 
example, an article about the Steelworkers in 
Steel Labor would not be cross referenced. 
However, if an article refers to other unions 
in that paper, cross reference to those unions 
will be found. For example, an article in Steel 
Labor concerning the Automobile Workers 
will be given a cross reference under “Auto- 
mobile Workers.” 

The cross references have been arranged 
initially by subject, followed by references to 
specific items under these subjects. 

The Bureau of Industrial Relations be- 
lieves that this Index will fill a long-felt need 
in the area of labor-management relations. It 
should prove invaluable to libraries, labor 
unions, companies, trade and employer’s as- 
sociations, government agencies, state media- 
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tion boards, arbitrators, and labor historians. 
Daily newspaper editors, and radio and tele- 
vision news departments will find it a con- 
venient reference to labor union opinion and 
affairs. 


The Index to Labor Union Periodicals 
as a Research Tool 


The Bureau plans to index many labor 
union periodicals, year by year, historically, 
beginning with 1959 and working back, thus 
building up a valuable reference guide to this 
material which will open an entirely new 
avenue of approach to this area of research. 

One of the first results of the Index, even 
in its tentative form, has been increased atten- 
tion to studies showing union opinion on a 
variety of topics. Political Content of Labor 
Union Periodicals,* a study of the stories with 
a political bent published during the first eight 
* Shedd, Frederick R. and George S. Odiorne, Poli- 
tical content of labor union periodicals: an analysis 
of 43 key union periodicals representing major United 
States and Canadian industry. Ann Arbor, The Uni- 


versity of Michigan, Bureau of Industrial Relations, 
1960. 102 pp. $3.50. 


months of 1960 in the leading union papers, 
has already been published by the Bureau of 
Industrial Relations. 

Graduate students and faculty members 
have already expressed intercst in using the 
rapid-reporting facility of the index to investi- 
gate union viewpoints on such topics as auto- 
mation, featherbedding, work rules, shorter 
work week, and proposed labor legi.iation. 
Company labor relations executives have ex- 
pressed relief that they are no longer required 
to laboriously (and at considerable expense) 
clip and file individual union papers in prepar- 
ation for negotiations. Labor editors have ex- 
pressed interest in analyzing papers other than 
their own with a view to sharpening the edito- 
rial posture of their publication. Speech writ- 
ers have found it a quick reference tool for 
possible leads in their research. 

Because of the annotations and brief sum- 
maries of stories the labor relations specialist 
is able to gain a sense of the prevailing tone 
of labor union writing and comment through 
a quick scanning of the Index. 


The following are a few sample entries from the first 
volume, which give some idea of the scope of the index: 


Subject heading: ATOMIC Energy Industry 


Name of Publication: 


1.U.D. BULLETIN 


Date: Volume and number: 3-60; 5:3 
Abstract of item, Reuther asks radiation facts. Asks Federal Radiation 
followed by page number: Council to create procedures to give people full im- 
‘ partial facts regarding releases of radiation in atomic 
: energy industry. p. 12 
AUTOMATION 
THE GOVERNMENT STANDARD 
5-20-60; 60:20 
Planning held answer to automation reduction in 
force. Personnel planning in advance of office automa- 
tion can avert layoffs and hardships among employees, 
| says Secretary James P. Mitchell. p. 3 
PACKINGHOUSE WORKER 
2-60; 20:2 
Name executive director of Automation Fund Com- 
mittee under Armour & Co. master agreements. Rob- 
ben Fleming will begin work on pioneering project. 


p.5 
Cross references from a yp rg ARMOUR & Co. 
a Cabinet member, an SEE: 
Automation 


PACKINGHOUSE WORKER. 2-60; 20:2; p. 5 


FLEMING, Robben W. 
SEE: 
Automation 
PACKINGHOUSE WORKER. 2-60; 20:2; p. 5 
MITCHELL, James P. 
SEE: 
Automation 
THE GOVERNMENT STANDARD. 5-20-60; 
60:20; p. 3 
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BANK DEBITS—THE MOST ALL-INCLUSIVE MEASURE OF BUSINESS ACTIVITY—A “wait 
and see” attitude prevailed on the business scene through most of 1960. Late-year bank debits reflect 
the general downward trend of the level of economic activity in Michigan’s Lower Peninsula. 
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UPPER PENINSULA BANK DEBITS-The decline in Upper Peninsula business activity which 
began in early Fall was halted in November, as bank debit figures indicate. If the unusually active 
months of February and August are excluded, the resulting picture shows a rising trend in the 
economy for 1960. 
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ELECTRIC POWER C 
INDUSTRIAL 
IN TEN MICHIGAN CITIES 
1955 1956 1957 1958 1959 1960 196! 
t POWER CONSUMPTION No significant developments affected industrial electric power consump- 
t tion in the October-November period. Some year-end production adjustments are expected to lower 


this figure when the December figures are released. 
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MICHIGAN EMPLOYMENT 
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1954 1955 1956 1957 1958 1959 1960 196! 
1 MICHIGAN EMPLOYMENT-A slight recovery in the employment of wage and salary workers 
4 was made in late 1960. The late arrival of cold weather permitted employment in the construction 
J field to continue at a relatively high level. 
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e Analysis of conditions that encourage 
or discourage creative thinking 


How to Increase Creativity 


OU have more creative potential than you 

are using.” To the individual, this means 
that you can be more creative if you so desire. 
To the manager, it means that he can increase 
the creative output of his subordinates. This 
paper deals with the conditions that affect 
creativity—favorably and unfavorably. 

The first question to be dealt with is “What 
is creativity?” and this discussion will be fol- 
lowed by consideration of some of the barriers 
to creativity and steps to overcome these 
stumbling blocks. 


What Is Creativity? 


If you were to ask a number of people “Are 
you creative?”, many would instantly answer 
“Of course, I’m creative!” They would be cor- 
rect in one sense of the word. A person is crea- 
tive when he brings something into being or 
evolves something from his own thought or 
imagination. Some impose the additional limi- 
tation that the result must be unusual, excep- 
tional, or unique; and whether or not it meets 
this criterion depends upon the eyes of the be- 
holder. Several examples will demonstate the 
point. 

The file clerk may consider herself creative 
when she develops her own filing system, rath- 


About the Author— 

Dr. Danielson, Associate Professor of Industrial 
Relations in this School, has long been interested in 
the subject of creativity, both as an educator (B.S., 
1947, Antioch College, in education) and as a psychol- 
ogist (Ph.D., 1956, The University of Michigan, in 
industrial psychology). He has written many articles 
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er than following the standard procedures. 
The editor who takes the mass of pictures, 
stories, and other information and molds it 
into a finished company house organ may be- 
lieve he is creative. The electrician may think 
himself creative when he installs the wiring 
in the company’s newest building. The design- 
er considers that he creates when he designs 
the car of the future. The scientist may con- 
sider that he is creating by combining or bom- 
barding certain elements under certain condi- 
tions in order to produce a new compound. All 
of these people have had a unique, personal 
experience; yet in all but the last two cases 
experts would consider the experiences to be 
routine. Even the experts would have to agree 
with the designer and the scientist that they 
have been creative. 

It is the author’s belief that all people and 
organizations have more creative potential 
than is being utilized at present. The ques- 
tion is “Why isn’t the creativity expressed?” 
There seem to be at least three primary rea- 
sons for this. First, we have not learned how 
to be creative. Second, we have learned not 
to use our creativity. Third, we are not in situ- 
ations which demand creativity. Each of these 
has its own causes and remedies. 


Haven’t Learned To Be Creative 


It might be more accurate to say that many 
have forgotten how to be creative rather than 
to say that they have not learned. One can 
hardly conceive of a person who has not been 
creative at one time or another. For example, 
during childhood there seems to be a certain 
spontaneity, or inner urge, that demands 


Michigan Business Review 


| 


| 


| 

4 

4 

| | 

18 | 


something should be created, and create the 
child does. Pretense and imagination substi- 
tute for reality. As time goes on, however, the 
need and imagination are dulled and the edu- 
cational process introduces rational problem- 
selving which pushes creative endeavors into 
a secondary position. Some resist these pres- 
sures and maintain their creativity. These are 
usually people who are mentally equipped at 
birth with the brain structure which is conclu- 
sive to formulating inter-relationships between 
discrete facts. To a great extent, it is these 
people who propose the unusual or uncommon, 
which is designated by outsiders or experts as 
something creative. 

There is disagreement about a number of 
the aspects regarding the creative process, but 
there are generally accepted phases of the 
process that can serve as a guide for the per- 
son who wants to be creative. The first stage 
is preparation which includes fact gathering, 
looking for relationships, and some trial and 
error. /ncubation is the second stage and often 
there are no outward signs of activity. The 
ideas have to mature. The third stage is ilu- 
mination and is characterized by a sudden in- 
sight or combining of parts into a coherent 
pattern. The final stage is verification or revi- 
sion, where the idea is translated into action. 
These stages will be referred to later in steps 
to creativity. 


Have Learned Not To Be Creative 


This is the major reason why there is 
limited creativity and this negative learning 
begins quite early in life. The creative process 
is related to curiosity, and the child in his ex- 
plorations of the world about him raises the 
question “Why? Daddy, why?” It is inter- 
esting and amusing to see some of the mental 
gyrations that parents go through in order to 
try to give a satisfactory answer to their chil- 
dren when they ask, “Why?” The process 
usually ends up with the parent becoming 
rather unhappy and saying, “Don’t bother 
me” or “Ask me later”; and as a result the 
child soon finds that seeking answers to his 
questions results in parental unhappiness and 
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anxiety. The child does not usually desire this, 
so his questioning ceases, as far as the parent 
is concerned, and he may turn to other 
sources. If this brings similar results, his curi- 
osity may be reduced to almost zero. Fortu- 
nately, however, some spark usually remains. 
Hence, one primary cause for limited creativi- 
ty is the_anxiety produced in others_when 
questioning takes place. ie 

The second cause is to be found in the dis- 
astrous results of creative attempts. In some 
cases, this is physical injury, such as the many 
broken arms and legs that occurred when man 
first attempted to fly. Psychological damage 
to one’s self-esteem and the lack of social ac- 
ceptability of creative people are also com- 
mon. Consequently, it becomes apparent that 
there is much to be risked and little to be 
gained, so why take a chance. Fortunately, 
greater tolerance for creative people and their 
attempts is developing, and greater rewards 
are being offered for innovations. 

A third cause is that creativity is often not 
channelized_or limited to one particular area. 
The creative person may have many ideas, and 
they may not be regarded as appropriate to 
their position. An example is that of a me- 
chanical engineer who was working for a large 
chemical company. He had an idea for a new 
chemical process, but he was classified as a 
mechanical engineer and assigned a drafting 
position. Consequently, every time he at- 
tempted to tell someone in chemistry about his 
idea he was turned away; he just wasn’t sup- 
posed to come up with potentially worthwhile 
ideas in another area. The result was a dis- 
couraged employee who had a negative atti- 
tude toward his company. This rejection of 
creative attempts because of their lack of ap- 
propriateness to the times or because of their 
source exists in every company. 

A fourth cause for reduced creativity is that 
human beings are creatures of habit and 
operate on an economy-of-effort basis. It is 
easier to repeat past performance, even 
though the results are only minimally satis- 
factory, not superior. Effort is required to seek 
out new and superior ways. The creative per- 
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son is not satisfied with the status quo and he 
is willing to exert effort to make changes. But, 
a person may not continue to be creative be- 
cause he naturally slides toward repeating his 
past performance. 

Finally, another cause lies within the crea- 
tor himself; he likes to see his ideas carried 
out and considers himself competent to exe- 
cute them. Unfortunately, he usually does kill 
them off either by trying personally to carry 
them out or by failing to share them with 
others. The true creator must find his reward 
in the process, rather than the results, and ex- 
ternal credit may never be forthcoming. 

In brief, it’s a lot easier not to be creative 
than to be creative. There are fewer risks. The 
creative person must withstand considerable 
pressures. 


Situations Do Not Demand Creativity 


With all the recent talk of conformity, its 
desirability and evils, it is quite evident that 
in many situations creativity is neither re- 
quired nor desired. The abundance of consum- 
er goods, spare parts, and the like has reduced 
the need for the user to create and innovate. 
For example, it used to be in the days of the 
old Model T and other cars that even on a 
short trip there would be a breakdown of the 
car and the driver could not just call up the 
local garage and have them tow a car in, nor 
could he go to the auto supplier and get a 
part for his particular car. Instead he had to 
improvise if he wanted trahsportation. Some 
traces of this creativity stiil exist and when 
necessity arises we are often surprised how in- 
genious people can be. It must be admitted, 
however, that it’s easier to wait than to 
innovate. 

Paid To Think Creatively 

Many companies are in at the opposite pole, 
they must have creativity if they are to sur- 
vive. They cannot rest on yesterday’s laurels. 
Applied creativity is the order of the day and 
they are willing to pay for it. There are re- 
search and development divisions for new 
products and modified old ones. Methods en- 
gineers are hired to improve operations and re- 


duce costs. There are suggestion systems with 
cash awards where the number of suggestions 
is considered as an important factor in giving 
salary increases or promotions. These are 
some of the examples within companies where 
people are paid to think creatively. 

Sometimes groups outside of the company 
are hired to think up and introduce new ideas; 
it may be a manufacturing process or a form 
of organization or many other areas where in- 
genuity can be exercised. Such an organization 
is A. D. Little, Inc., in which William J. J. 
Gordon has what he calls the invention design 
group. It is engaged in operational creativity 
or the art of invention as they refer to it. I 
think we can learn a great deal from them. 
They start out with the fundamentals, as- 
sume as little as possible, and try to reach 
out for radically new kinds of problems and 
solutions. Their approach is one of cross dis- 
ciplines. For example, one group includes a 
clarinetist, a sculptor, a machinist inventor, a 
mechanical engineer, and a Ph.D. in philoso- 
phy. Something creative or explosive should 
occur when you have this mixture of back- 
grounds. As Mr. Gordon explains it, “We try 
to build an atmosphere in which people can 
think as widely and even as wildly as they 
please and still deal with criticism. The at- 
mosphere is informal, everyone feels that he 
has a contribution to make and no one ever 
feels that there is a party line to follow or 
else.” Some of the things that the group has 
come up with are a new kind of portable 
power tool, a paint that refurbishes itself and 
gets better instead of worse with wear, a can 
opener that leaves no metal or sharp edges 
on the can and allows the cover to be resealed, 
and a new type of synthetic snow. Creativity 
is possible, when the conditions are right. A 
similar and more commonplace example of 
proper conditions is brainstorming. 


Brainstorming 


A typical brainstorming session is con- 
ducted with a group of people who are not too 
expert in a given field. Instructions to the 
group might be as follows: 
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“Shortly I will show you an object and I 
would like to have you think of as many pos- 
sible uses as you can for this particular ob- 
ject. Now we are not going to judge the ideas 
on their practicality or their potential useful- 
ness but rather this will be a free discussion of 
as many ideas as possible. Here is the object.” 
The suggestions are recorded and the leader 
encourages the group. 

When we examine the list it becomes ob- 
vious that we could not expect a single in- 
dividual to come up with so many ideas in 
such a short time. The question then be- 
comes why were there so many ideas forth- 
coming. First, the group was selected so that 
the members would not think only in tradi- 
tional lines or prejudge their ideas. Second, 
the instructions suggested thinking of unusual 
or wild uses. Third, the environment is sup- 
portive; there is no judgment of quality of 
ideas and all ideas are recorded. Some mem- 
bers may act competitively and see how many 
ideas they can get recorded. A fourth aspect 
is that there is interaction and mutual stimu- 
lation. The suggestions of others may be built 
upon or a new line of thinking may be opened 
up. These are some of the aspects of brain- 
storming that we can capitalize upon if we 
want to increase creativity. 


Steps to Greater Personal Creativity 


One cannot rely solely on external forces or 
wait for the ideal climate for creativity if he 
is to make the most of his potentials. He has 
to share the responsibility for being creative, 
despite his situation. One series of steps will 
be outlined here, but the creative person may 
want to design his own. 

In order to make the most of your poten- 
tials, you must first have the desire to be crea- 
tive. This is an attitude and you must be will- 
ing to pay the price for being regarded as a 
creative person. You may have to suffer tem- 
porary dissatisfactions, you may have to give 
up personal satisfactions for a longer range 
payoff. In fact, when an idea comes to its frui- 
tion, it may be that you who did the original 
creative work have been long forgotten and 
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you will have to find your joy in the creation, 
not in the other rewards. 

Second, you have to keep stimulated. You 
may find your stimulation in talking with peo- 
ple, reading books, attending conferences, or 
doing a number of other things, but you must 
continually keep the flow of information and 
ideas coming in. 

Third, you should associate with creative 
people. This will help you keep stimulated, 
plus you may learn how they create, and you 
will have a group in which you can feel ac- 
cepted. 

Fourth, you have to maintain a certain de- 
gree of physical and emotional health. If the 
person’s physical or mental condition is such 
that he becomes preoccupied with it or un- 
able to work at his maximum, this will defi- 
nitely interfere with his creativity. While you 
may have heard of the alcoholic or drug addict 
who was creative, I do not recommend this 
technique. 

Fifth, you have to try to be creative. This 
means adopting a questioning attitude and a 
naive approach. In every situation, there are 
possibilities for creative action and you must 
look for them; there is always a better or 
different way and past successes cannot be 
relied upon. You may try to be creative in 
areas where you are not regarded as an ex- 
pert. You attempt to relate your facts and ex- 
periences rather than classify and compart- 
mentalize your thinking. Judgment of ultimate 
value is withheld until full explorations are 
made. 

Next, you must try to let the ideas jell by 
themselves. Sometimes by trying to force an 
idea, you actually block its conclusion. You 
have a non-conscious part of your life which 
continues to work and may assist you in 
reaching a solution. Consequently, the caution 
here is to be patient. 

And the Jast point is that once something is 
created you must be willing to release it. The 
person who conceives an idea is frequently 
the worst person to execute the idea and to 
bring it into production. Once something is 
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created, move on to something else and seek 
satisfaction in the act of creating. 

Everyone can be more creative than he is. 
Some will have a head start due to inherent 
physical attributes or past experiences, but 
everyone can improve if he wants to. If you are 
employed in a company that needs creative 
effort and one that attempts to provide ideal 
conditions, so much the better. Actions which 
managers can take to create this climate are 
outlined in the concluding section. 


Managerial Steps to Creativity 


Every company has more creative potential 
than it is utilizing; this means that it exists 
within the present employees. It is the man- 
ager’s responsibility to unlock it. Here are 
some steps that the insightful manager, at any 
level, can take. 

First, determine how much creativity you 
need and the price you are willing to pay. 
Most situations can only tolerate so much 
creativity, and the manager who says he wants 
all he can get is not completely honest. This 
position carries the implied responsibility for 
using all that he gets, and he usually cannot 
fulfill this obligation. If more creativity is de- 
sired, you can direct and control it by spell- 
ing out the problems that need creative solu- 
tions. Innovation and change mean that the 
organization must be kept flexible, and you 
must anticipate a certain amount of frustra- 
tion and tension. This is part of the price to be 
paid. 

Second, identify the creative people, but 
keep in mind that creativity is a function of 
the conditions that exist. Don’t write anyone 
off as a complete dud. It may be to your ad- 
vantage to provide more opportunities for 
some than for others, however. Your best bets 
are those who have shown creativity in the 
past. This should include both on- and off-the- 
job expressions because the person may show 
his creativeness in his avocations because there 
are limited vocational opportunities. In gen- 
eral, younger employees are less tradition 
bound and more willing to take a chance (if 
properly protected). Ability to express ideas 


should be part of the identification, or some 
provision for translating ideas should be made. 

Third, plan your creative groups; do not 
leave them to chance. The main purpose of 
this action is stimulation and not the develop- 
ment of teamwork. The latter may be a by- 
product, but remember that many superior 
solutions have been compromised just for the 
sake of getting group acceptance. When 
groups are planned they should include people 
who have a common interest, or at least are 
willing to work toward a common goal, and 
who have adverse backgrounds. The people 
may be as diverse as those in the Little 
group, or they may be selected because there 
is some apparent relationship of backgrounds 
and projects. Status differences should be 
kept to a minimum in order to maximize con- 
sideration of all suggestions. Once the groups 
are formed do not forget about them. Keep 
them stimulated by shifting the members in 
the group, by bringing in outsiders to stimu- 
late them, or by using other ways of prevent- 
ing the group from growing stale. 

Fourth, reward creative effort, not results 
only. Most companies must restrict the full 
development of ideas to those which offer po- 
tential profit. You should encourage and re- 
ward creativity demonstrated in that direc- 
tion, but recognize that all creative effort will 
not be neatly channeled or pay off. This means 
that (1) in order to maintain creativity, the 
person who creates must be rewarded although 
all of his ideas do not result in marketable 
products, and (2) some outlet for unusable 
ideas should be provided. 

Fifth, recognize individual differences. 
There is wide variation as to the conditions 
which make for creativity. Some create well 
when working under time pressure; others do 
not, but some form of deadline is usually de- 
sirable. Some are stimulated by talking with 
people, while others gain stimulation from 
books. Some create when physical comforts 
are provided, while others produce when some 
discomforts exist. It has been often said 
that more creativity occurs off the job than on 
the job so your role must be recognized as 
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only part of the total process. Doing what you 
can to stimulate and encourage the individual 
to use his creative potential is your responsi- 
bility. 

Finally, keep abreast of recent develop- 
ments in the field. New tests, techniques, and 
literature are pouring out continually. Your 


position as manager requires that you seek 
improvements. It is only by knowing what 
is going on and by trying out some of the tech- 
niques, such as brainstorming, that greater 
achievements are possible. Your creativity and 
that of your subordinates is your responsibil- 


ity. 
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e An important aspect of a big factor in the American economy 


ls Consumer Credit Immune 
to General Monetary Control? 


ETWEEN July 1, 1959 and June 30, 1960, 
consumer instalment debt for automobiles, 
refrigerators and other durables rose from 
$36.1 billion to $41.4 billion. This sharp rise of 
$5.3 billion during a period of only 12 months 
has aroused widespread concern that consumer 
durable goods industries may become over-ex- 
panded. Consequently, it has increased the 
likelihood that Congress will again be asked to 
consider the adoption of some form of direct 
governmental control over consumer credit. 
One frequent argument for direct control is 
based on the insensitivity of instalment credit 
to restraints applied by general monetary in- 
struments such as open market operations, dis- 
count policy, and changes in reserve require- 
ment. By raising the discount rate and re- 
serve requirements and by selling securities in 
the open market, the Federal Reserve can re- 
duce bank liquidity and thereby affect the rate 
of interest in the money market. But because 
consumer borrowers are concerned primarily 
with monthly payments rather than with the 
rate of finance charge, raising the interest rate, 
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the insensitivity argument contends, cannot 
effectively check the expansion in instalment 
credit. 

Is there any evidence that consumer instal- 
ment credit is in fact less sensitive to general 
monetary action than other forms of credit? 
An examination of the demand for funds by 
consumer credit grantors under tight money 
conditions might shed some light on this ques- 
tion. Two major types of consumer credit 
grantors are the sales finance and consumer 
finance companies, which together held a total 
of $14.8 billion of instalment debt as of June 
30, 1960, or about one-third of the total 
amount then outstanding.’ Accordingly, the 
author surveyed a group of finance companies 
with regard to their fund-raising activities 
during the mid-1958 to the end-1959 period of 
credit restraint. A form requesting semi-annual 
balance sheets covering the 1958-1959 period 
and certain supplementary information was 
mailed to fifty companies of various sizes. The 
table which follows reveals the relative size of 
the 36 companies returning completed ques- 
tionnaires. The purpose of this paper is to re- 
port the findings of this survey. 


II. The Cost and Availability of 
Bank Credit 
The major sources of finance company 
funds are short-term bank loans, commercial 


1Sales finance companies differ from consumer 
finance companies in that the former are engaged 
primarily in the financing of consumer purchases of 
durable goods, whereas the latter are engaged pri- 
marily in the extension of cash instalment loans to 
consumers. 
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Asset Size of Company Number Asset Size of Company Number 
Over $400 million 5 Over $200 million 3 
$50 million—-$250 million 6 $20 million—$100 million 4 
$20 million and under 6 $10 million and under 12 

Total 17 Total 19 


paper, and long-term bonds. In this section 
are presented the findings regarding the ability 
of finance companies to increase their short- 
term bank loans during the eighteen-month 
period ending December 31, 1959. 

The eighteen-month interval which was 
chosen for study offers an excellent opportu- 
nity to examine the effect of tight money on 
the cost and availability of bank credit to fi- 
nance companies. During this period, the Fed- 
eral Reserve raised discount rates and sold 
government securities in order to prevent po- 
tential inflationary forces from developing in 
an economy which was rebounding vigorously 
from the 1957-1958 recession. During this 
some period, consumer instalment credit held 
by sales and consumer finance companies in- 
creased by $1.5 billion. In view of this in- 
crease in loans, one would expect bank borrow- 
ings by finance companies to rise; and they 
actually did rise during the period under 
study. The relevant question, however, is 
not whether bank borrowings increased, but 
whether during this period of recovery and ex- 
pansion the finance companies, because of 
their alleged insensitivity to monetary con- 
trol, were able to obtain increases in bank 
borrowings greater than those obtained by 
other types of businesses. 

According to Table 1, 23 of the 36 finance 


companies in our survey experienced increases 
in their bank borrowings from mid-1958 to 
mid-1959. While these increases ranged from 
less than 10 per cent to over 75 per cent, most 
of them fall between 11 per cent and 75 per 
cent. The average percentage increase for all 
36 companies was found to be 59 per cent. 
But according to the Federal Reserve, total 
loans of reporting member banks in all lead- 
ing cities increased by only 9 per cent during 
this same period.” There is a strong likelihood, 
therefore, that finance companies had a great- 
er percentage increase in their bank borrow- 
ings than did other borrowers. 

The above supposition, even if it is valid, 
does not necessarily support the hypothesis 
that the loan demand of finance companies is 
relatively insensitive to general monetary 
policy. It will be recalled that the recession 
of 1957-58 hit the sales of consumer durable 
goods harder than the rest of the economy. 
Consequently, finance companies entered the 
period under study with beiow normal asset 
and liability positions. The sharp increase in 
bank credit extended to finance companies 
during this period, therefore, could have re- 
flected: (1) the greater than average recovery 
in consumers’ demand for instalment credit 


2See Federal Reserve Bulletin, Vol. 45 (September, 
1959), p. 1202. 


TABLE 1 
CHANGES IN BANK BORROWINGS OF FINANCE COMPANIES, MID-1958 TO MID-1959 
Number of Number of 
Percentage Change Companies Percentage Change Companies 
Increase Decrease 
0-10% 5 0-10% 3 
11-25 7 11-25 3 
26-50 3 26-50 2 
51-75 5 51-100 3 
76 and over 3 No bank borrowings 2 
Total 13 


Total 23 
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and (2) the concomitant desire on the part of 
banks to achieve a better balance in their loan 
portfolios. The insensitivity of finance com- 
panies to general monetary policy is by no 
means the only plausible explanation consis- 
tent with our survey findings. 

Turning to the six-month period ending De- 
cember 31, 1959, we find a period of continued 
prosperity and continued credit restraint. 
Table 2 below records the loan trends at 
weekly reporting member banks in all lead- 
ing cities for this period.* For each type of 
loan, the average amount outstanding on 
Wednesdays in July, 1959 is taken as 100. 


Note that in three of the five months studied 
the index number for loans to finance compa- 
nies stood below the index number for total 
loans. In December, 1959, the index for total 
loans was 105, that for loans to finance com- 
panies 104.4. But, in a period of economic ex- 
pansion such as 1959 we would normally ex- 
pect the use of consumer instalment credit to 
record significant advances. The near average 
increase in loans to finance companies, there- 
fore, suggests that bank borrowings by finance 
companies were not any less sensitive to tight 
money than bank borrowings by other busi- 
nesses. 


TABLE 2 


LOAN TRENDS AT WEEKLY REPORTING MEMBER BANKS OF 
LEADING CITIES, JULY, 1959 TO DECEMBER, 1959 


Loans to Total Loans to Total 

Month Finance Cos. Loans Month Finance Cos. Loans 

July, 1959 100.0% 100.0% October, 1959 96.9% 102.5% 
August 104.7 101.2 November 96.9 103.3 
September 103.5 102.0 December 104.4 105.0 


Derived from data in Federal Reserve Bulletin, Vol. 45 (October, 1959), p. 1272 and (December, 


1959) p. 1504. 


III. The Cost and Availability of 
Short-Term Open Market Funds 


There’ is some evidence in the survey find- 
ings that the supply of funds to the commer- 
cial paper market is especially sensitive to 
changing credit conditions. We need only 
point to the relatively heavier reliance which 
finance companies put on bank borrowings as 
compared with commercial paper in financing 
their 1958-59 expansion. 

As can be seen from Table 3, of the 35 
respondents in the survey, 22 companies had 
some commercial paper outstanding either at 
mid-1958 or at mid-1959.* Of these 22 com- 
panies which had the alternative of raising 
their short-term funds either from commercial 


3 Prior to July, 1959 the data on bank loans re- 
leased by the Federal Reserve combined loans to 
finance companies with all other types of business 
loans under the general heading of “commercial and 
industrial loans.” Consequently, no published data 
exists for gauging the attitude of commercial banks 
toward finance companies under varying credit con- 
ditions before this date. 

4 See footnote 1 to Table 3. 


paper or bank borrowings, two-thirds (fifteen 
companies) increased their commercial paper 
during the period mid-1958 to mid-1959.° It 
will be recalled that roughly the same per- 
centage of finance companies (23 out of 36 
companies) increased their bank borrowings 
during the same period. (See Table 1.) Of the 
23 cases where bank loans increased, however, 
eleven increases were for more than 25 per 
cent; whereas, of the fifteen cases where com- 
mercial paper increased, only five such in- 


_ creases were for more than 25 per cent. The 


average increase in commercial paper for all 
companies was found to be only 4 per cent, 
as compared with the 58 per cent increase in 
bank loans for this same period. It seems, 
therefore, that during the twelve months end- 
ing mid-1959, finance companies increased 
their bank borrowings more than they in- 
creased their outstanding commercial paper. 
5 We are restricting our analysis to the twelve- 
month period ending mid-1959 in order to eliminate 


any distortion due to the December seasonal drop in 
the demand for commercial paper. 
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1 TABLE 3 
- CHANGES IN OUTSTANDING COMMERCIAL PAPER OF 
1 FINANCE COMPANIES, MID-1958 TO MID-1959* 
Percentage Change Number Change ‘Number 
A Increase Decrease 
| 0-10% 7 0-10% 2 
- 11-25 3 11-25 2 
26-50 0 26-50 1 
51-75 1 51-100 2 
p 76 and over 4 No commercial paper 13 
F Total 15 Total 20 
t * Actually, there were 36 respondents. But, in completing its questionnaire, one of the companies 
combined its commercial paper with other short-term liabilities, making it impossible to deter- 
4 mine the change in commercial paper outstanding. 

The fact that finance companies shifted obligations. The predominance of savings in- 
from commercial paper to bank borrowings stitutions in the long-term capital market 
during 1958-59 is interesting information in makes the supply of long-term funds both 
itself. But much more important is the light more elastic and more stable than the supply 
this information throws on the impact of tight of short-term funds. 
money on the cost and availability of funds There is evidence in the survey findings 
to the commercial paper market. Between that finance companies relied mainly on short- . 
mid-1958 and mid-1959, the yield on com- term borrowing in the initial phases of the 
mercial paper rose from 1.42 per cent to 3.83 upswing and shifted their reliance to long-term 
per cent, an increase of roughly 170 per cent. borrowing in the ensuing phases. As Table 4 
During the same period, the interest rate on indicates, 32 of the 36 respondents had long- 

n bank loans rose from 3.94 per cent to 4.72 term debt outstanding during the period under 
r per cent, an increase of only 20 per cent. It study. Of these 32 companies, 14 increased 
t seems, therefore, that in spite of the sharp their long-term debt during the second half .. 
- increase in yield on commercial paper, finance of 1958, a period when tight credit began to 
5 companies were able to increase their out- make itself felt. But, when credit became 
S standing paper only moderately. Yet these progressively tighter in 1959, these companies 
e companies were able to negotiate sizable in- increased their long-term debt even more. 
x creases in bank borrowing with only a moder- Thus, during the first half of 1959, 20 of the 
r ate concomitant increase in the interest rate. 32 companies with long-term debt increased 
- Earlier the statement was made that bank bor- their long-term borrowings; five of these 20 
- rowings by finance companies were not any increases were for more than 20 per cent. 
e less sensitive to tight money than bank bor- During the second half of 1959, there were 21 
1 rowings by other businesses. The evidence now increases in long-term debt; however, this 
\ is that tight money restricts the ability of fi- time ten of these increases were for more than 
n nance companies to sell commercial paper 20 per cent. In 1959, private corporations in 
‘ even more than it restricts their ability to the United States increased their long-term 
- - Negotiate additional bank loans. debt by 10 per cent.* This was also the average 
d jeri rate at which finance companies increased their 
- IV. The Cost and Availability of long-term debt during the same period. As 
_ Long-Term Funds shown above, finance company borrowings in 
: In addition to bank loans and commercial both the customer loan market and the com- 
e paper, finance companies raise substantial 
sums through the sale of their own long-term arr 
27 
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TABLE 4 
CHANGES IN LONG-TERM DEBT OF FINANCE COMPANIES, 
MID-1958 TO YEAR-END 1959* 
A. July 1, 1958 to December 31, 1958 
Percentage Change Percentage Change 
Increase Decrease 
0-10% 10 0-5% 15 
11-20 1 6-10 3 
21-50 2 11-20 0 
Over 50 1 
Total 14 Total 18 
B. January 1, 1959 to June 30, 1959 
Increase Decrease 
0-10% 11 0-5% 9 
11-20 4 6-10 1 
21-50 5 11-20 2 
Over 50 0 
Total 20 Total 12 
C. July 1, 1959 to December 31, 1959 
Increase Decrease 
0-10% 11 0-5% 9 
11-20 0 6-10 1 
21-50 8 11-20 0 
Over 50 2 Data incomplete 1 
Total 21 Total 11 
* Actually, there were 36 respondents. Four small consumer finance companies, however, had no 
long-term debt on any of the four balance sheet dates. 
mercial paper market slowed down appre- ate additional bank loans. Third, finance com- 
ciably in 1959 as credit became progressively panies borrowed short in the initial phases of 
more restrictive. It would seem, then, that the the upswing and borrowed long in the en- 


pattern of finance company borrowing in the 
long-term capital market ran counter to that 
in the short-term capital market during 1959. 


V. Summary and Conclusions 


The purpose of this paper has been to re- 
port the findings of a survey of finance com- 
panies regarding their attempts to raise funds 
during the 1958-59 period of restrictive credit. 
These findings can be summarized as fol- 
lows: First, during the period under study no 
convincing proof existed to support the con- 
tention that bank borrowings by finance com- 
panies were less sensitive to tight money than 
bank borrowings by other businesses. Second, 
tight money restricted the ability of finance 
companies to sell commercial paper even 


more than it restricted their ability to negoti-. 


suing phases. 

What bearing do the above findings have on 
the validity of the so-called insensitivity argu- 
ment? This study has shown that in the short- 
term capital market tight money restricted the 
ability of finance companies to raise funds at 
least as much as it restricted the ability of 
other borrowers. Moreover, finance companies 
tended to shift from short-term to long-term 
financing as credit became progressively 
tighter. In 1959, finance companies increased 
their long-term debt at the same rate as did 
all other private corporations in the United 
States. It is concluded, therefore, that this 
survey revealed nothing peculiar in the fund- 
raising activities of finance companies which 
would indicate that these companies were 
immune to general monetary control. 
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e Leaders can best be trained by 
changing the entire organization. 


The Nature and Consequences 


of Leadership 


LTHOUGH the study of leadership has a 
long history there has been only a small 
development in the understanding of its na- 
ture and consequences. From the beginning 
it had been assumed that morale, group effec- 
tiveness, and leadership were all related to one 
another in a perfectly simple manner—the 
more of one, the more of the others. But as 
more and more research has been completed 
it has become evident that the relations among 
these different properties of a group are not 
simple, but rather exceedingly complex. Re- 
cent conceptions of leadership have come to 
look beyond the leader to his relations with 
his colleagues and to the purposes of their 
work together. Most of us are ready to agree 
today that it is naive to assume that all that 
a group needs is a good leader. 

This is not to say, however, that the na- 
ture of a group’s leadership makes no differ- 
ence. The early work by Lewin, Lippitt, and 
White—in which boys’ clubs were led in turn 
by democratic, autocratic, and laissez-faire 
leaders—showed that the style of a group’s 
leadership strongly determines the behavior 
and interpersonal relations among members. 
Under the autocratic leader, for example, the 
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same group of boys were either apathetic or 
hostile, while under the democratic leader they 
were friendly and eager. Subsequent research 
with adults in industrial settings has served 
to support and document this general conclu- 
sion. 


Problems in Research on Leadership 


There have been two primary problems in 
research on leadership. One of these is that 
discussions of the nature of leadership have 
tended to confuse assumptions about what 
leadership “ought to be” with research- 
oriented questions of “what leads to what.” 
While it is true that research which is stimu- 
lated by some particular ideological point of 
view can be of value, it is also true that the 
scientist whose primary motivation is to de- 
fend some ideology will almost certainly de- 
velop blind spots which prevent his seeing all 
of the relevant facts. 

A second problem in research on leadership 
consists of choosing an adequate definition of 
the terms “leader” and “leadership.” To some 
persons leadership is a property of the group, 
to others it is a characteristic of an individual. 
Those who emphasize the group think of the 
leader as the person who occupies a given 
office, who has the most prestige, who exercises 
the most influence, or who is best liked. To 
those who stress the individual, leadership 
may mean the possession of certain personal- 
ity traits, physical characteristics, or skills. 
The variety of notions contained in these al- 
ternatives makes it plain that a single meaning 


for the term “leader,” which would be accep- 
table to all interested persons, is hard to find. 


The Traits of Leaders 


Twenty or thirty years ago research on 
leadership was largely an effort to identify the 
traits leaders possess and their followers do 
not. The logic of this approach was clear. It 
was hoped that once leadership traits were 
identified all that would remain in order to 
develop leaders would be to teach persons to 
show these characteristics. 

The approach was not successful, however, 
since most studies came up with different 
traits. The list of leadership traits grew in 
number and variety ut not in similarity. 
Where persons were leaders in like situations 
—foremen in the same company, for example 
—it was found, however, that certain specific 
traits of ability and temperament were neces- 
sary for effective supervision in that particular 
setting. This type of information has been 
useful in the selection of promising leaders 
and in the training of supervisors for a given 
situation, but it has done little to increase our 
knowledge of the nature of leadership. 

Even in situations where leaders are trained 
for similar jobs, it has been found surprisingly 
difficult to change the behavior of the trainees 
in ways considered desirable. Recent studies 
have shown that trained foremen showed 
marked improvement in their attitudes and 
skills immediately after participation in a 
training program. Within a few months, how- 
ever, the foremen reverted to their pretrain- 
ing modes of behavior. When what is taught in 
a leadership school, it appears, is at variance 
with what is practiced in the rest of the organi- 
zation (and particularly by higher status per- 
sons), the latter is generally the more power- 
ful influence and serves to erase any learn- 
ings by trainees. /¢t seems clear that leaders 
can best be changed by changing the entire 
organization. 


Leadership and Group Functions 


Currently the most useful approach to un- 
derstanding leadership is to think of it in 


terms of the functions provided in a group. 
Leadership is the provision of those acts which 
help the group achieve its preferred outcomes. 
Such useful acts are termed “group functions.” 
A number of additional ideas are relevant to 
this emphasis on leadership. 

Any member of a group may be a leader, 
that is, any person—in principle—may pro- 
vide acts which are helpful for the group to 
achieve its desired ends. In a formal organiza- 
tion, of course, certain functions are assigned 
to particular persons who have particular offi- 
ces within the organization, but many other 
functions, equally useful for the group, can be 
provided by whoever has the skill or the fore- 
sight to provide them when they become 
necessary. 

Any function may be served by different 
behaviors. This is to say that serving a func- 
tion such as defining the problem for a group, 
can be done in a number of ways: asking 
questions, giving suggestions, providing ob- 
jective data, keeping quiet long enough for 
others to speak, and so on. Similarly, tension 
may be relieved in a group by telling a joke, 
by the use of soothing words, or by showing 
the similarity among conflicting points of 
view. Regardless of the behavior of a mem- 
ber, if it helps the group to realize valued 
outcomes it is a leadership function. 

Leadership functions are of many kinds, 
but in general they serve either or both of two 
objectives in a group. They may help the 
group to achieve its goal or to maintain itself 
as a group. Examples of these functions are 
commonly seen in the production and per- 
sonnel departments of companies, respective- 
ly. A frequent dilemma for a manager is that 
of finding the best balance between his be- 
haviors intended to help the group achieve 
and those behaviors intended to help the 
group hold itself together, since overemphasis 
on one objective to the detriment of the other 
is often harmful for the organization. 


Authority, Offices, and Leadership 


An influential person is one who has social 
power, stemming from the ability to give re- 


Michigan Business Review 


wards, to provide punishments, to offer ex- 
pert help, to serve as a “model,” or to affect 
the fate of others in other ways. It is not sur- 
prising, then, that we find the person who pro- 
vides the most effective leadership (in the 
sense that it is influential enough to change 
the behaviors or beliefs of others) is the per- 
son who has the most authority in the organi- 
zation. Effective leadership, then, does not 
only derive from the proper provision of the 
proper functions for an organization. Good 
acts are simply ignored if the author of these 
actions is a person who cannot influence 
others. In a recent study, for example, fore- 
men whose actions and intentions were ap- 
proved by workers were nevertheless not re- 
spected as persons unless they had sufficient 
social power to make their actions influential 
among other foremen and the foremen’s 
superiors. It has been observed, in addition, 
that a head officer who has less social power 
than some of the members can nevertheless 
exercise effective leadership functions if he is 
accepted by these key members. 

Finally, certain leadership functions are 
often reserved for given offices. The require- 
ment that a specific officer, and no other, will 
perform certain duties in a group is a familiar 
and necessary one in any formal organization. 
The result of “packaging” of functions into 
separate positions, and of preventing others 
from performing these functions, is that the 
best persons are not always able to do what is 
needed by the group (since they are barred 
from doing so), and ineffective performers 
may be allowed to continue serving certain 
functions simply because the organization is 
set up in that fashion. The consequences are 
seen in the inflexibility of many groups when 
meeting new problems. 


Taking the Initiative in Leadership 


Assuming that leadership is the provision of 
needed functions, and that these may be pro- 
vided by any person, suggests the question, 
what is it that causes persons to engage in 
leadership acts? Two generalizations cover 
fairly well what we know in response to this 
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query: (a) the person must be aware that a 
given function is needed by the group, and 
(b) he must feel that it is safe for him to try 
to perform it. 

Ideally, we hope that discussion in a com- 
mittee will be blessed by the appropriate pro- 
vision of comments and suggestions as they 
are needed by a group. There is rich evidence 
that this is usually what happens, that is, con- 
tributions of members differ as the needs of 
the group change. The things said in the 
early phases of a problem-solving discussion 
are quite different from those said later in the 
discussion. Certain conditions in a group in- 
crease the likelihood that one or another mem- 
ber will provide the necessary leadership func- 
tions at the time it is important to have them. 
If the goal is highly important for the group, 
for example, members are more eager to pro- 
vide useful group functions than if the purpose 
is unimportant. Where there are differences of 
opinion among members, communication is 
more frequent in the group than where there 
is agreement, unless it becomes evident that 
the disagreers do not intend to change their 
views, whereupon communication among dis- 
agreers is stopped. When members are in a 
cooperative setting, each realizing that he 
needs the help of others, they are more like- 
ly to take the initiative in exercising leader- 
ship than if the group members are competing. 
And if an individual realizes that his particu- 
lar job is important to the group, he is more 
certain to exert energy in leadership than if 
his position is a peripheral one for the body. 

Members of a group more readily exercise 
leadership if they feel that it is safe to do so. 
This conclusion has emerged from studies in 
which members have been made to feel that 
their ideas receive support and are valued or, 
in contrast, are made to feel that their ideas 
are stupid and unwanted. As one might expect, 
more ready participation in leadership actions 
occurred in the first type of group than in the 
latter. In some councils there are unwritten 
standards about how much one should partici- 
pate in a group and in what ways. Needless to 
say, where group standards exist which limit 
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most participation to the official leader, mem- 
bers do not feel safe in offering ideas which are 
the chairman’s prerogative. It is a common 
finding that higher status members in an or- 
ganization talk more readily in a meeting than 
do those with lower status, and higher status 
persons talk more to one another than to 
lower level persons, while lower level persons 
talk most to superiors. Leadership, as’ a con- 
sequence, falls into the hands of superiors. 


Assignment of Functions 


In most groups the head officer is chosen 
either by the group or for it. What determines 
who is selected? Much research has been de- 
voted to this question. 

The results make it evident that individu- 
als chosen for positions of leadership are those 
who are seen as valuable for the group. They 
may have the skills, the prestige, the training, 
or other attributes that make it evident they 
will best serve the leadership functions for 
which they are chosen. Since the desired out- 
comes for a group vary, we would expect that 
different types of persons would be chosen for 
different groups. To illustrate, the most hostile 
prisoners are commonly chosen as representa- 
tives of the inmates for negotiating with the 
warden on prisoners’ grievances; but hostility 
is seldom valued in groups outside a prison. As 
the fortunes or the environment of a group 
change, the attributes desired in a leader 
‘change. 

The best person, however, is not always 
chosen for a job. The popular football player 
may be elected to a position in a club or other 
campus organization for which he has none 
of the necessary attributes. Although defects 
in the machinery for selecting leaders may 
account for some inappropriate assignments, 
there is evidence that certain conditions in a 
group affect members’ willingness to accept 
a valuable contributor as leader. 

A somewhat similar conclusion has been 
reached in an investigation of cooperative and 


competitive groups. In the cooperative group 
a valuable member is accepted and wanted, 
but in a competitive group he is not appre- 
ciated and is seen, instead, as a rival. 


The Distribution of Functions 


Whether functions are assigned to persons 
or allowed to develop naturally, a pattern of 
their distribution among the members of the 
group emerges. In some cases they may be 
widely shared; in other instances they are 
highly centralized. It is important to learn 
the consequences of two contrasting forms of 
distribution—widespread versus centralized. 

This question is an old one and has had 
more heated discussion than insightful treat- 
ment, since it deals with an issue that is crucial 
for members of a democratic society. Many 
studies, both in the laboratory and the field, 
have beer concerned with the consequences of 
different degrees of shared or centralized 
authority. It is now clear that no simple an- 
swer can be given about which is best. In 
some cases it is clearly most wise, on the basis 
of any criteria, to allow only one person to per- 
form all leadership functions, for instance, the 
quarterback on a football team. In other in- 
stances it is most sensible to encourage a wide 
participation in the exercise of these func- 
tions, for example, “brainstorming.” Further 
study of this issue will almost certainly show 
us that different degrees of centralization are 
needed for groups with different purposes un- 
der different circumstances. 


Summary 


Recent studies of leadership have found 
it necessary to look beyond the head officer 
and his behavior in order to consider a broad 
range of events within the group as a whole. 
Leadership can be usefully conceived as the 
provision of actions that are needed for the 
group. As studies of groups teach us why 
things happen as they do in groups, we find 
that the mystery of leadership diminishes. 
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